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Abstract  
Recording progress in company life depends on some external factors such as consultancy and counseling. Maybe it is because of 
the necessity for looking at the subjects from a wider angle. A business management ranging from junior to senior level might 
have myopia in fulfilling the tasks and at that point all management team seek a way out. The best way –out occurs to a member 
of the management team is consultancy or counselling service provider, that is, a consultant. Ofcourse a consultant is not a 
magician to solve the problem all of a sudden but he is supposed to propose some exit plans based on his experience.Why a 
consultant is preferred here?  Because a company has his own life /business experience but a consultant has many experiences of 
various companies. That is why while a company is having myopia, the consultant has the richness of experience to be a remedy 
for the specific problem of the company. In another word, consultants are experience transmitters for special cases.  
The purpose of this study is to lead inexperienced consultants to prepare an affirmative proposal by considering the financial factors 
ın a proper way. 
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1. Introduction  
Consultancy worldwide, both economic and business, is enjoying good solid growth. This is probably connected to 
the rapid adaptation of developed companies to the new realities of business, with the changes in production and 
communication technologies, and their consequent need to adapt. It is ironic, and this has implications for local 
consultants, that consultancy thrives in times of both high economic activity levels and times of traumatic change 
and uncertainty. It is noticeable, and almost certainly connected to their continued growth and prosperity, that the 
biggest users of consultancy services are those countries with the most sophisticated managements and economies.
All developed countries make heavy investments in development agencies and many of these agencies, though 
financially supported at central and regional government level, are at arms-length from those government levels. In 
those countries, seeking consultancy help is not regarded as a weakness or an admission by administration or 
management of failure. 
There is also a strong and increasing market for consultancy services for delivery to transitional economies and to third 
world countries. These can be politically, economically or socially oriented 
Available online at www.sciencedirect.com
r . ublished by Elsevier Ltd. Open access under CC BY-NC-ND license.
 r-r ie  under responsibility of Academic World Education and Research Ce ter.
788   Ali Ihsan Özeroğlu /  Procedia - Social and Behavioral Sciences  114 ( 2014 )  787 – 793 
 
The aim of all consultancy assignments in this regard should be to:* Ensure long term profitability by improving 
company competetiveness through improving the “development enivronment” within the client company. 
 
Method 
 
The method is mainly based on a clear definition of the concept and the transmitting the expertise gained in the course 
of time. 
 
Definition:  
 
The dictionary† provides some examples of the act of consultation. To consult is to 
  
“To ask advice of”, “To decide or act in favour of”, “To look for information or advice”, “To consider jointly”, “To 
take counsel”  
 For the purpose of this study, I shall define consultancy as; 
“The process that happens when someone with a problem or difficulty seeks help from someone who has a special skill 
and experience”. 
The role of the consultant will be to lead and innovate with creative solutions to difficult problems. Special skills must 
be developed and special expertise put to work. There must be an added value, over and above what the client could 
achieve himself, in everything that the consultant does for its clients. 
 
In other words consultancy is about: Problem solving 
It is also about the process of creating change and managing change. This process can be seen particularly within the 
field of providing economic development support to transforming economies. 
 
           In order to provide a longer and more explanatory definition of consultancy, this says that consultants are: 
 
       People who find themselves having to influence other people, or advise them about 
possible courses of action to improve the effectiveness of any aspect of their operations, without having 
any formal authority over them or choosing not to use what authority they have. 
 In an another word: Management Consultancy as an activity can be defined as an intervention designed to bring about 
change in an existing unsatisfactory situation, with the objective being to effect improvement.  
• Finally, Consultancy is defined as “ The process that happens when someone with a problem, or 
difficulty, seeks help from someone who has a special skill related to that problem or difficulty, or a 
process which will enable the problem or difficulty to be successfully addressed” 
 
• To be successful in consulting/counselling,both consultant and client should be aware of the human 
and other factors that will affect their relationship, and of the errors to be awoided when working together 
on an assignment.‡ 
 
Managers need to provide, if and when needed, advice to individuals on how to maximize personal assets and 
minimize liabilities while accopmlishing stated enterpriseand personel objectives. This activity iscalled Counselling 
Personnel§ 
 
* The European Handbook of Management Consultancy, European Community – Teknologisk Institutt,p.81,1995 
† Longman Dictionary Business English,J.H.Adam, Longman,York Press, 1982 
‡ The European Handbook of Management Consultancy, European Community – Teknologisk Institutt,p.106,1995 
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Findings: 
The Financial Framework of Consultancy services: 
Consultancy practices essentially sell person-based services. Over a period, as databases are built up, they may sell 
information. But essentially they sell personal and corporate expertises and the unit of charge is the “consultant” 
day. This conveniently ties it back to the method of remuneration of the staff “consultant”, which is based on the 
salary month i.e. a measurement of a number of days. So as to marry these two factors, man-days of input and man-
days of output, we need a simple system of planning and control, which is worthwhile for measurement but is not 
restrictive to the consultant.  
The general costs of a Consultant’s practice that must be charged to overhead include 
• General management and administration 
• Marketing and promotional activities 
• Research on behalf of the Client itself 
• Product and Service development 
• Staff training 
 
All of these costs must be recovered as part of the overhead charge of the assignment which the Consultant carries 
out on behalf of its total client base. 
In a professional consultancy practice, there is no place for “free” client services; the consultant can work for free 
only if, for some reason, it or she/he has decided to do the work in their own leisure time, if a reduction in income is 
acceptable, or if the service is subsidised by the government or other source. Other clients will not pay for a service 
that is given free to one client. “There are no free lunches”. 
On the other hand, a consultant’s service on valuation of stocks (for example) in a proper way may provide highly 
remarkable savings through problem solving approach to the company.** 
 
Services to clients are costed, and in many cases also charged, on the basis of “consultant days”. It is essential to 
plan and attain the consultant day targets for the year, as this is the basis of calculation of the charge out rate. This 
can be determined as follows, based on a five-day working week; 
 
 
 Item     Weeks  Days 
 
Total time     52   260 
Less  Annual leave   4     20 
  Public holidays  2     10 
  Provision for illness   1       5 
 
Time available    45   225 
Less  Training     2     10 
  Meetings     1       5 
  Business development   5     25 
 
Chargeable time    37   185 
 
Expected chargeable utilisation  = 185 
----------------------------------------------        = 71% 
Total time       = 260 
 
                                                                                                                                                                                               
§ The Business Management System, A Guide on Enterprise Competetiveness, InternationalTrade Center (ITC).,p.25.2003 
** Porter. Michael E. “Competative Strategy”, Translator: GülenUlubilgin, Sistem Yayıncılık A.Ş., p:144.,2000. 
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Essentially this means that each full-time consultant, with no administrative duties, must be engaged on fee earning 
activities for 71% of the days in the year. In this respect, business development includes proposal writing. It is 
emphasised that business development is just that; time spent on bringing in new work. If the consultant utilises this 
time and does not bring in new work, then effectively his/her capacity utilisation, in the example given is less than 
71%. 
The same thinking applies to the use of external “close associates” as consultants on particular assignments. The 
Consultatnt must earn a margin on the use of their services. A guideline might be that the fees and expenses paid to 
the “close associate” should not exceed 60% of the fee earned from the work assignment; what is important is the 
proportion accruing to the “close associate” so that if they carry out 50% of the assignment, they get 60% of 50% 
i.e. 30%. 
This theme of inputs and outputs as shown above in the table, can also be stated as a percentage of available time, in 
this instance 225 days per year as shown above. In this instance, the percentage would be  
 Chargeable time 185 
 --------------------  =     ----- = 82%   
 Days available 225 
Using this second calculation, the following chargeable days would be the expected targets of achievement, as a 
percentage of net available time, for the different levels of staff 
 Operating consultants, including juniors   80% to 90% 
 Senior consultants      60% to 80% 
 Higher management, Directors, Partners   15% to 50% 
The most common unit used in the calculation of assignment fees is a “consultant day”. The basic consideration is 
that every fee-earning day has to earn a corresponding portion of the total budgeted income. For a hypothetical case 
let us assume that the Consulting Company employs 8 consultants, one the Director, one a senior team leader, 5 
operating consultants, 1 trainee. In addition the practice employs an accountant, an administrator, one full time 
translator, one full-time driver. 
 
The chargeable time will be as follows (let it be clearly understood that this is not intended to be an illustration as 
to what salaries in the Consultant Company should be; it is merely set out in this manner to show one potential 
basis of calculating the cost of a consultant day) 
 Director   20% of 185  = 37 
 Team Leader   70% of 185  = 130 
 Operational consultants  85% of 185 x 5 = 786 
 Trainee   Nil for year 1 
 Total chargeable days     = 953 
Let us assume for the purpose of illustration that annual salaries and expenses as follows as follows 
 Consultant salaries     $67,200 
 Other staff (including trainee)   $20,400 
 Office costs      $14,000 
 Travel       $  4,000 
 Promotion      $  5,000 
 Total all expenses     $110,000 
At the planned utilisation of the consultants, the required weighted average break-even charge-out rate would be 
$115. per day. In these circumstances, the Consultant Company would need to sell that number of consultant days 
and to obtain that average daily rate for a consultant-day.  
The actual rate charged to a particular client will be based on  
• What the market will accept 
• What the opposition is asking 
• The premium, if any, which our prestige commands 
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• How badly we need the job 
• The proportion of junior and senior consultants being used 
  
The required figure becomes higher if the full number of fee paid days is not achieved. Another way of saying this is 
that, if in the illustration given, the Consultant Company sells less days at that daily rate, or sells the same number of 
days at a lower daily rate, it will lose money. This emphasises the absolute need to plan, measure and control the 
utilisation of each individual consultant’s work and to ensure that all consultancy assignments are discharged within 
the allowable (proposed to client) days.   
To earn a profit or a bonus or to allow for premiums for the partners, a higher charge-out rate would be required or a 
higher percentage of staff utilisation, resulting in higher income.  
In times of shortage of work, there is a tendency to cut back on costs. It should never be forgotten that the real 
solution may be a combination of cost reduction in tandem with a focus on obtaining work, not on releasing trained 
consultant staff. Business development is a responsibility for all and is the solution. To overcome this occasional 
shortage of work, many agencies and consultancy companies operate on the basis of a small core of full-time staff 
plus a number of “close associates” who can be called on as required. This is a proven strategy but care needs to be 
taken to avoid establishing the reputation of a potential competitor and introducing them to our clients or to our 
expertise. 
In deciding the fees to be proposed, there are a number of factors to be taken into account. These include 
• The normal or going market rate for that particular type of work 
• The fees charged by competitors 
• If the “product or service” is new, we may have a “promotional” price to launch it 
• The government, or a large company, may have norms for the payment of consultants and may not 
be prepared to go beyond these norms. 
• The fee will have to be related to the image and status of the consultant in the market place 
• The state of the development of the market for consultancy services, such as in Turkey where it is 
an emerging but not established market 
• The ability of the client to pay 
• The value of the client as a potential long term client 
• The workload of the CC at the time of the proposal 
• The potential for the use of the assignment as a training ground for younger less experienced 
consultants 
 
The most desirable method to the consultancy practice of charging fees would be on a daily basis, but this is, 
unfortunately, usually the least acceptable way for clients. Virtually all private sector clients demand a lump sum 
price. Because of this, the CC (Consultant Company) must exercise great skill and experience in calculating the 
number of consultant-days and other input resources, which the assignment will require in order to achieve the 
objectives of the assignment. If the estimate is not correct, and lower than it should be, then the CC will make a loss. 
If the estimate was correct but the consultant was not energetic enough or skilled enough, then the CC would also 
make a loss. 
There is also a small but, in the USA, a growing practice of “Contingency Fees”. In this, it is normal for a large part 
of the fee to be paid on the normal basis but a proportion of it to be based on the actual outcome of the consultancy 
assignment work (assignments aimed at improving procurement and inventory carrying costs are a good example 
but in the case of a development CC it could also be based on such areas as attracting an investor, obtaining 
technology, identifying a distributor). The amount of this contingency can vary in accordance to the amount by 
which the results exceeded the agreed benchmark for performance. The client pays only if the results are real and 
measurable and if there is a healthy proportion between the payment made and the results obtained. In practice, a 
host of problems arise 
• The consultant may be encouraged to focus on easy-to-make, short-term improvements and 
neglect measures likely to produce significant benefits in the long term. 
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• It is often difficult to isolate and measure the benefits directly attributable to the work of the 
consultant. 
• The client’s and the consultant’s assessment of the results may be very different and therefore a 
source of friction between them. 
• Sometimes the projected results are not achieved through the fault of the client and the consultant 
cannot do anything about it. 
• It is not easy to decide when to pay the consultant if the results can only be measured long after 
the end of the assignment. 
• If the client company is in difficulties, the projected results may never be attained and the 
consultant may get no fee whatsoever. 
 
Retainers are also a common practice in consultancy.  In this situation, and usually with a long established client, the 
client agrees to use the services of the consultant for a fixed number of days per month, say four days per month on 
work to be specified at the time of the delivery. This is only suited to situations where the consultant is very 
knowledgeable concerning the needs of the particular client and can slot in quickly to continue with a long process 
or can handle an immediate problem. However, in any case, a consultant’s proposal must be approved by Board of 
Directors.†† 
To cost a job requires three things. These are 
1. A reliable estimate of the number of consultant days needed to complete the work 
 
2. A clear grasp of the annual costs of keeping the CC vibrant and alive 
 
3. A clear and acceptable relationship between the chargeable hours available to the CC and the 
size of the non-chargeable overhead it is carrying. 
 
Conclusion and Recommendations: 
People, or enterprises, or organisations, in the market for consultant’s services buy for a variety of reasons.  These 
range from organisational style and operation, specialisms, expertise, word of mouth, and because of the skills of 
individuals.  Price is always an important, though not always the deciding factor, in employing a consultant. Of course 
the higher the fee paid, the more the client looks to significant added-value and delivery from the consultant. 
The Product or Service, as offered by the CC to the client whether private or public sector, must be capable of 
delivering at least the following benefits to the client 
• Help the client to identify and understand the real issues involved 
• Guide action to a beneficial activity output, not merely a report  
• Be of relevance to the client, preferably immediate relevance 
• Have a life cycle, which will generally be short 
• Be unique in its application to a unique situation or problem or task, in other words it must address the 
clients problems and not problems in general 
• Need specialist knowledge or skills for its use, this being the added-value brought to the situation by the 
consultant 
• Meet a demand arising from opportunity or change 
 
Because consultancy is often associated in peoples mind with “problem solving”, it is often assumed that the sole use 
of consultants is in problem situations. This is not true as consultancy is often associated with opportunity seizing, 
 
†† Deming.,Edwards,W. Out of Crisis, Translator: Cem Akaş. Arçelik A.Ş., p.393,1996 
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general improvement, restructuring in new market conditions etc. which are really on-going management tasks rather 
than evidence of “problems”. 
 
The term “problem” is also used in a more general and global way to describe differences between any comparable 
situations (past, present, future) about which we are concerned. In this sense even a successful and forward looking 
region or company that has been pursuing and achieving ambitious economic and business development objectives, has 
“problems”. These could include a desire to further develop the region, to make the region a more attractive location 
for investment, to further ease any bureaucratic practices hindering the growth of new practices, and in the case of 
business to enhance its competitive advantage, to become the sector leader, to identify a new business partner, to 
explore the business potential of a new emerging technology. These are obviously a different kind of “problem”. 
To be successful in consulting/counselling requires that the consultant/counsellor has these special skills. They can only 
be obtained by training and development of persons who have the appropriate intellectual and interpersonal skills and 
who are well motivated 
 
The choice of markets to be served should be based on a number of factors. These include  
1. To take aboard itself the direct provision of services in niches which are not well supplied by 
others and where the expertise and knowledge developed by the CC can satisfy client objectives 
2. That there is a market need for all of the services offered, and that this market has resources and 
a willingness to pay for the services provided 
3. That the CC and the staff of the CC have the skills necessary to deliver a quality service in the 
contracted assignment area.  
 
Services to clients are costed, and in many cases also charged, on the basis of “consultant days”. It is essential to 
plan and attain the consultant day targets for the year, as this is the basis of calculation of the charge out rate. This 
can be determined as explained above, based on a five-day working week. 
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